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CHAPTER I
INTRODUCTION
In the absence of statutory provision to the
contrary, persons who are competent to contract may
form a partnership.

Certain persons have a legal or

natural incapacity to contract.

When the contracts of

a person are void, he cannot enter into a partnership
agreement.

If his contracts are merely voidable, he

may become a partner, assuming that the other partners
will accept him under the circumstances; but he may
thereafter avoid the relationship and withdraw from the
firm.
The partnership relationship is created by the
acts and agreement of the parties.

Since the relation-

ship is created by contract, the rights of the parties
may be defined by contract.

A well organized partner-

ship will be created by written articles of co-partnership.

Well-drawn articles of co-partnership will define

the major rights and r~sponsibilities of the partnersl
Usually, the articles of co-partnership will contain
the name of the firm, the business to be carried on, the
I

place at which the business is to be conducted, term of

1Harold F. Lusk, Business Law, Fourth Edition,
(Chicago: Richard D. Irwin, Inc., 1951), p. 416.

2

the partnership, capital investment of each partner, how
the profits and losses will be shared, how the business
will be managed, how books are to be kept, definition of
the authority of the partners to bind the firm, provision
for dissolution and winding up the business and often provisions for continuing the business after the death of one
of the partners.
Even in the most carefully drawn articles of copartnership it is impossible to anticipate all the contingencies which may arise in conducting the business. A
body of law has been developed governing the rights of the
partners in the event the situation is not provided for in
t he partnership a greement . 2
Statement of Problem
The problem under consideration in this study is to
show whether a relationship exist between partners and to

indicate the characteristics of the relationship .
Purpose of the Study
The purpose of this study is to analyze the relationship of partners to themselves in a partnership and to
make known some of the facts concerning this relationship.

2 Harold F. Lusk, Business Law , Sixth Edition, (Chicago:
Richard D. Irwin, Inc ., 1957}, p7°1i.lO .

3

Limitation of the Study
This thesis is limited to an analysis of the
relation of partners to one another.
Source of Data
The materials for this study were secured from
(a) statistical materials, (b) and expert information
found in various books.

The material was read, scru-

tinized, classified, and evaluated to complete the
study in a simplified manner.
Definitions
For convenience, explanation of different terms
that may be found throughout the study are presented .
The definition of the following terms are the definitions
found in various sections of the Uniform Partnership Act.
The ''Uniform Partnership Act".

The Uniform Partner-

ship Act has been defined as the Act that codifies general
common-law principles governing the relations of partners

to partners or to persons dealing with the partnership ,
the relations of the partners to one another, and the
rights and duties, and obligations arising out of the
partnership relation.
Partnership.

A legal relationship created by the

voluntary "association of two or more persons to carry on
as co-owners of a business for profit," and the persons

4
so associated are called partners .
Articles of Co-partnership .

The formal document that

is prepared as evidence of the contract of the parties.
Creditor .

The person to whom a debt is owed .

Business .

Herein, business includes every trade,

occupation, or profession .
Person .

Individuals, partnerships, corporations,

and other associations .
Bankrupt .

Includes bankrupt under the Federal

Bankruptcy Act or insolvent under any state insolvent act .
Conveyance .

Every assignment, lease, mortgage, or

encumbrance .
Real Property.
estate in land .

Includes land and any interest or

CHAPTER II
Partnership Property
Partnership property in general , consists of all
the property contributed by the partners or acquired
for the firm or with its funds . 3

It is sometimes

difficult to determine what constitutes partnership
property .

The firm may have only the use of certain

property .

To illustrate, two persons purchase property

in their own names and with their own funds .

Later

they become partners and use this property in the firm
business .

This use of the property alone does not make

it firm property . 4

On the other hand, the title to firm

property may be held in the name of one or less than
all of the partners .
Even though no partnership property is owned a part nership may exist .

But as a general rule, when a part-

nership is organized, the partners contribute either
money or property, and such contributions are partnership
property.

A partnership, after created can purchase pro-

perty with partnership funds which of course will be for
3

Ronald A. Anderson , Business Law , Fifth Edition ,
South- Western Publishing Company , 1956) , p . 593 .

(Dallas :

4sanderfur v Ganter , (Case cited in Appendix A), p . 23 .
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partnership purposes.

Such property is generally held

to be partnership property, but in final analysis whether
certain property is partnership property or the property
of the partners as individuals will depend on the intentions of the partners.5

Their intentions will be deter-

mined by their declarations and acts.

The manner of

carrying the property on the books, the way in which the
property was acquired, the way the property is used, and
other similar facts will all be evidence of the ownership
of the property.
A partner has implied power to lease both real and
personal property in behalf of the partnership, provided the lease is reasonably necessary to carry on the
partnership business in the ordinary course of its affairs.6
The nature of the interest of the individual partner in partnership property is difficult to define.

At

the time the common law courts began to hear and determine business controversies, much confusion arose in
regard to the nature of the interest of the individual
partner in the partnership property, especially his interest in partnership real estate.

5Taber-Prag

At common law, the

~ Co.v Durant, (See Appendix A), p. 25.

6Bole, Jr. v Lyle

tl !l,,

(See Appendix A), P• 27.

1
only types of co-ownership known, were joint tenancy
and tenancy in common.

Neither type of co-ownership

was adequate; so, in determining partnership controversies, the courts resorted to an inexplainable mixture of the two conceptions of co-ownership.
The result was much confusion and little consistency
in the holdings of the courts.

In the drafting of the

Uniform Partnership Act, the situation was recognize d,
and the act was so drawn as to clear up the situation
as far as possible.

The mercantile conception was adopt-

ed, and the act declares that a partner's interest in
partnership property is that of a tenant in partnership. 7
The incidents of this tenancy are set forth in the Uniform Partnership Act.
Even though the Uniform Partnership Act was drafted
on the theory that the partnership is not an entity,
existing separate and apart from the members that organized it, and even though the provisions relative to
the partner's right in specific partnership property are
drafted in accordance with this concept of the partnership.

The practical result is analogous to the mercantile

concept of partnership property; that is, partnership

7

P•

39.

Uniform Partnership !,£1, Section 25, (See Appendix B,

8

property owned by the partnership as an entity.

The in-

dividual partner does not own any definite proportion
of a particular item of property.

His ownership is the

right to have the property used for partnership purposes,
the right to have the property applied to payment of
partnership debts, and on dissolution, the right to
participate in the distribution of the property in
accordance with the articles. 8

8

Harold F. Lusk, Business Law, Fourth Edition, (Chicago:
Richard D. Irwin, Inc.,) 1951, PP• 420-21.

CHAPTER III
Creditors of Partners
One may become a creditor of a partnership
either by selling goods or services to it or by lending it money.

In such a case it may be important to

know the legal status of the business.

In extending

credit to a partnership, one has a claim, not only
a gainst the business, but against all the partners personally.
The nature of the interest of the individual
partner in the partnership property is the basis of the
rights of the individual partner's creditors against
the partnership property.

The Uniform Partnership Act

states that the creditor of a partner can acquire no
greater rights in partnership property than the debtor
partner has.

The problem has been by what manner of pro-

cess can the partner's interest be reached so that it may
be applied to the discharged of his individual debts.
Prior to the adoption of the Uniform Partnership Act, there
was almost no consistency in the holdings of the courts.
In some jurisdictions the interest of a partner
in the partnership property could not be reached by
legal process.

In other jurisdictions the theory of

10

community of ownership of partnership property was recognized; and the courts held that levy could not be
made on particular items of partnership property in
satisfaction of a judgment against an individual partner but that the sheriff could levy on the entire assets
of the partnership, take possession of them, and sell
the debtor partner's interest in assets.

Technically,

this procedure was in accord with the prevailing theory
of the individual partner's interest in partnership assets, but the procedure was objectionable from a practical standpoint because of the interference with the
operation of the partnership business during the period
the partnership assets were in the possession of the
sheriff.

Also, one wishing to purchase the debtor part-

ner's interest would have no way of determining the
value of the interest.9
In several states, statutes have been passed
defining the rights and duties of the parties.
The objective of this legislation is to provide a
procedure whereby the interest of the debtor can be reached
by

his creditors with a minimum of injury to the other

partners.

9Harold F. Lusk, Business.!!!!!, Fourth Edttion, (Chicago:
Richard D. Irwin, Inc., l95l), P• 422.

CHAPTER IV
Management of Business
Presumably all partners have a right to
participate in the management of the partnership business, and the exclusion of a partner from a voice in
management has been held to be grounds for dissolution
of the business . 10 The partners may, by agreement, vest
the right to management of the business or certain
divisions of the business in one or more of the partners; yet such an agreement will not operate to exclude
the other partners from participation or from their
right to an accounting .

If in the conduct of the part-

nership business, the partners disagree on what course
to pursue, the decision of the majority will bind the
minority.

However, if the decision involves fundamental

change in the nature of the business, the unanimous consent of the partners is necessary .

11

As a general ruel,

the partners cannot resort to the courts for the settlement of disputes arising in the course of the operation
of the business.

The partnership relation is a personal

relation, and the success of the business depends on the

10uniform Partnership Act, Section 18 (e), (See
Appendix B) , p . 37.
11
Ib1d ., Section 18 (h) .

12
co-operative action of the partners. 12
If a dissenting partner is dissatisfied, he may

withdraw from the partnership, or, if the action of

the majority is improper, he may apply to the courts
for an injunction. 13
Each partner, in absence of a contrary agreement,
has a right to take an equal part in transacting the
business of the firm.
ter into a partnership.

To illustrate, three persons enThe first contributes $5,000

in cash; the second, property valued at $3,000; and the
third, his skill and labor.

All of these partners poss-

ess equal rights to participate in the conduct of the
partnership business. 14
In a single propritorship, management and control
are concentrated in one individual.

This may operate

both as an advantage and as a disadvantage.

On the one

hand, concentration of controls avoids the difficulties
often caused under other forms of organization by opposing factions and divided responsibilities, and the fact
that the person who runs the business has a direct and
12Harold F. Lusk, Business Law, Fourth Edition,
(Chicago: Richard D. Irwin, Inc:-;-1951), P• 422.
13
stanley M. Brown, Business Executive's Handbook
Third Edition, (New York, Prentice-Hall, Inc., 1952), p. l.482.
York:

l4peters Pomeroy, Commercial Law, First Editioni (New
South-Western Publishing Company, 1938), p. 3ti9.

13
full interest in its success is conducive to careful management of the enterprise.

On the other hand, one

individual may not be personally well equipped to perform
all the functions of management, and the exclusive management that ties the owner down to his business may become
highly burdensome.
But in a general partnership, each partner usually
has an equal right to participate in management, and control is divided among the partners.

The fact that the

ability and experience of several individuals is thus combined in the furtherance of one enterprise may give the
partnership an advantage over the single proprietorship.
In a limited partnership, a limited partner may participate in management of the business; if he does, he may
be held liable as a general partner.

The limited partner

is however, entitled to inspect the books of the partnership and to obtain full information regarding the affairs
of the business. 1 5
The right to an equal voice in the management and
conduct of the business is not determined by the share
that each partner has in the business.

Often one of the

partners does not desire to participate in the management.

l5stanley M. Brown, Business Executive's Handbook,
Third Edition, (New York: Prentice-Hall, Inc., 1952),
P• l.495.

of the business .

The partnership agreement in such

case usually provides that the active partners receive
a salary for their services in addition to their share
in the profits .

16

CHAPTER V
Profits and Losses
In the absence of an agreement defining the
profits and declaring how the losses will be borne, the
profits are distributed equally and the losses are borne
equally by the solvent partners.

Usually, the articles

of co-partnership will set out the meb.hod of distributing the profits and, also, how the losses will be borne.
If the articles set out the manner of distributing profits but are silent as to the losses, the losses will be
borne according to the partners' share in the profits.
The partnership agreement often provides for other
than equal distribution of profits and losses.
of the most common methods of distribution are:
1.

On the basis of the ratio of capital
invested at organization of the business.

2.

On the basis of arbitrary ratios.

3.

On the basis of the ratio of the
capital accounts at the beginning or
at the end of each period.

4o

On the basis of the ratio of average
investments.

5.

Part of the profits may be distributed as salaries or as interest on
capital invested, and the remainder
in some other ratio.

Some

16

6.

If the investment is less than the
agreed amount, interest is charged
on the shortage; and if the investment is more than the amount agreed
upon, interest is credited on
the excess; the resulting profit or
loss is th n ~istributed in an agreedupon ration. 1

If upon complete liquidation of the partnership
affairs, there are profits or losses, they must first be
divided in the profits-or-loss ratio -- that 1s, in the
proportion in which the partners share profits and losses
under the terms of the partnership agreement -- and the remaining capital should then be shared by the partners in
the capital ratio -- that is, in the proportion in which
they are entitled under the terms of the partnership agreement to a return on the capital whioh they have invested
in the business.

Where the partnership is insolvent, the

sharing by the partnership of losses in the profit-andloss ratio may result in a deficit in capital for some one
or more of the partners.

Each partner with a deficit

should contribute to the firm the amount of his deficit •
If he is unable to pay into the firm any portion of his
deficit, the remaining partners must pay in the profitand-loss ratio, an amount sufficient to cover this deficit.

17 Stanley M. Brown, Business Executive's Handbook,
Third Edition, {New York: Prentice-Hall, Inc., 1947),
p. 1417.

17
A partner who has paid in more than his share of the
firm's liability has a right to enforce contribution
from the other partners to the extent of the excess. 18
The fact that the parties of a partnership share
profits and losses is strong evidence of a partnership.
To illustrate, when the parties have agreed to share
profits and losses and have a joint interest in the property, the relation is usually held to be a partnership.
If nothing is said to the contrary, it is assumed
that profits and losses are divided equally.

This is

true even if there is a considerable discrepancy in the
amount of invested capital.

For example, Carson invest-

ed $10 ,000 in a corporation and Donald invested $50 ,000.
To his keen disappointment Donald discovered that he
could not collect more than one-half of the profits,
since no agreement was made to the contrary.

If Donald

had known the laws regarding partnerships, he might have
made different arrangements. 19

18 Ibid., P• 1495.

19Robert o.

(New York:

Skar, Personal Business Law, First Edition ,
McGraw-Hill Book Company, 19471,p. 501.

18
SUMMARY

The rights which a partner has as against his
copartners, may in a very large measure be defined by
the partnership agreement.

The amount of his invest-

ment, his right to interest thereon, and the share of
the profits to be credited to him along with his rights
to share in the management of the business, are matters
one might well expect to see controlled by the articles
of co-partnership.
When the agreement is silent on these matters,
the Uniform Partnership Act and the Limited Partnership
Act come into operation, which state what is to be done
when the agreement is silent on certain matters.

19
CONCLUSIONS
As forms of organizations for the purpose of coDducting business, there stand between the sole proprietorship and the corporation various instrumentalities.
Of these, partnerships are the most numerous and, at
least in a business way, the most important.
Business people in embarking on an enterprise are
faced at the threshold with the decision as to the form.
of business organization through which they will function.
Those interested in a going business concern may be
impelled to review the relation of partners to one another
in a partnership.
This study has been to ascertain some of the characteristics of the relation of partners to one another in a
partnership, to enable the businessman to compare them with
other forms of business relationships, and to supply the
business man with some general information necessary to
make an intelligent choice.
Partnerships are an ancient form of business organization.

The rules relative thereto change in detail from

time to time but the basic principles are of long standing.

Most states, through legislative action, have adopted

the Uniform Partnership Act (U.P.A.), which, in addition to
codifying many of the widely recognized rules, have added
some contributions of its own.

In discussing the

20

relations of partners to one another the U. P. A. may be
relied on as the statutory source of authority.

Inas -

much as not all the statutory law of the subject of the partnerships is embodied in the U. P . A. in all states, it will
be necessary for one , if he has a specific problem arising
under the law of a given jurisdiction, to make a special
examination of the statutes and law of that jurisdiction .
In the main, however, the great bulk of statutory law is
embodied in the U. P. A. in those jurisdictions where it
has been adopted .
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APPENDIX A.

Partnership Property£!!!_

SANDERFUR v. GANTER
The plaintiff, Dr. Fred Ganter, is seeking to
recover possession of office space from the defendant
Dr. B. D. Sanderfur. Plaintiff's father had secured
a 10 year lease on the space for the practice of
optometry. Plaintiff was called into military service
and during his absence the father entered into a partnership agreement with the defendant which gave the
latter an option to purchase an interest in the office
equipment, but which did not mention the lease or the
space. The office space was actually used for partnership purposes. Plaintitf•s father died and the
executrix assigned all interests in the lease to the
plaintiff. The defendant continued in possession claiming under the right of a surviving partner. The trial
court ruled in favor of the plaintiff. The defendant
appealed.
Cullen, c. This is an appeal by Dr. B. D. Sanderfur
for a judgment which held that Dr. Fred Ganter is entitled
to the exclusive possession of certain office space in a
building in Glasgow, and which mandatorily enjoined
Dr. Sanderfur to surrender possession of the office to
Dr. Ganter •
••• The only basis upon which Dr. Sanderfur claims
to be entitled to occupy the offices is that the lease
(or at least Dr. George Ganter•s interest in the lease)
was a partnership asset. The trial court found that it
was not, so our concern is with the correctness of that
finding •
••• The question of whether property whioh was owned

by a partner prior to the formation of the partnership

has been contributed by him to the firm so as to become
partnership property, is a question of the intention of
the parties, and the mere fact that the property 1a used
in the firm business will not of itself show that it 1s
firm property. (Cases cited) As conoerns real estate
owned by a partner, it has been held that there is a
presumption against its inclusion in the partnership, and

in order that it be treated as belonging to the partnership, the intention must be clearly manifested. While
a lease is technically not real estate, we think that
the reasons behind the rule with respect to real estate
may be equally as applicable to a lease.
We find nothing in the partnership agreement here,
or in the conduct of the parties, to show that the
lease was intended to be contributed by Dr. George Ganter
to the partnership as an asset. The agreement shows
clearly that Dr. Ganter was not contributing his equipment, and there is no reason to conclude that he intended
to contribute or donate the lease, which, as evidenced by
this lawsuit, was a valuable item of property.
It is our opinion that the trial court correctly
found that the lease was not a partnership asset, and
therefore Dr. Sanderfur has no baais for his claim of
right to occupy the office.

Note:

Case reprinted from copy in textbook.
Dillavou, Essel, Principles of Business Law.
Sixth Edition (New Jersey: Prentlce-Ha1r,-rnc.,

1957).
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Distinction Between Partnership Property and Property
Belonging to Partners as Individuals.
Taber-Prag Art Co., v. Durant (186 Mass. 173, 75 N.E.
221). Supreme Judicial Court of Massachusetts (19$0).
Land and building, formerly owned by Charles L. Jones and
Henry E. Jones as tenants in common, were used by them 1n
carrying on the partnership business of manufacturing
soap, candles, etc., which they owned as partners.
Charles L. Jones died and devised his half of the land
and buildings to Frank H. Jones with one-half of the f'Jxtures,
machinery, and apparatus used in the business, and thereafter Henry E. Jones and the said Frank H. Jones carried
on the business on the premises as partners. There is
nothing to show that there was any conveyance of the land
and buildings by them to themselves as a firm or that it
should be regarded as partnership property and they were
not so entered on the books.
Plaintiff asked that the proceeds of the sale of
certain lands and buildings held by the defendant Durant
as assignee of c. L. Jones and Company, the partnership,
and of Frank H. Jones and Henry E. Jones, comprising
the firm of c. L. Jones and Company, be distributed among
the creditors of the partnership.
The lower court rendered a decree adjudging that
$1.010, the proceeds of a brick storehouse and of a candy
factory, were partnership property, and that all the rest
of the real estate was property of Frank H. Jones and
Henry E. Jones as individuals and directing that the proceeds thereof should be paid over to individual creditors.
Morton.J. It is plain that the use of the properties
for partnership purposes did not of itself convert them
into partnership assets, or conclusively show an intention
to treat them as such. No rent was paid and the taxes,
insurance and repairs that were paid by the firm with the
new floors that were put in and the small additions tl'at
were made to the buildings. well might be regarded as an
offset to the use of the premises. The fixtures, including
machinery, hangers, belts. pulleys. boilers and kettles,

!ae I. R. Banks LibrarJ
Prairie View A. & Y. Coll•c•
P?-ai:t-ie

Vin,

Te:ia■

that were put 1n and paid for out of the partnership
funds, constituted partnership property. The brick
storehouse was built by the partnership, apparently
for the partnership business, and was paid for out of
the partnership funds. It is properly found to be
partnership property. The candle factory was rebuilt
out of the proceeds of an insurance policy taken out,
so far as it appears, by the partnership in its name,
and the premiums on which were paid by it. We think,
though more doubtful, that this might be properly regarded as partnership property.
The buildings out of which the dwelling houses were
constructed were on the land at the time when the existing
partnership was formed, and constituted a part of the real
estate. The firm paid the expense or making over the
buildings into dwelling houses; but it has been reimbursed
out of the rents which it has collected, and we see no
reason why the dwelling houses should be regarded as partnership property. It is no doubt largely a matter of
intention whether real estate belonging to persons who
are partners and used in the partnership business shall
be regarded as partnership property or not. We do not
think in the present case it sufficiently appears that
the owners intended that the property should be~egarded
as partnership property to warrant a decree to that effect.
Decree affirmed.
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Case
Bole, Jr. v. Lyle et al

39 Tenn. App. 679, 287 s.w. 2nd 931 (1956)
This was an action by John Bole, Jr. (plaintiff),
against B. Frank Lyle, Homer S. Peters and w. J. Barton, Jr.
partners doing business as Cheorkee Box and Handle Company
(defendants) to recover a judgment for advancements made
for the purchase of lumber which was never delivered.
Judgment for defendants Lyle and Peters, and Bole appealed.
Judgment affirmed.
Lyle, Peters and Barton were partners, doing business
under the name of Oherokee Box & Handle Company. The partnership owned and operated a manufacturing business in
Johnson City, Tennessee, where it made packing crates, insulating pins and "dimensional stock." All these products
were made of wood and, to supply its needs for lumber, the
partnership had purchased a tract of timber which they
were in the process ot cutting and manufacturing into lumber. The partnership used in its business all lumber
manufactured and had never sold any.
While in Big Rapids, Michigan, w. J. Barton, Jr.,
contracted in the name of Cherokee Box and Handle Company
to sell a quantity of lumber to Bole. Bole paid Barton
$1.500 as a down payment on the lumber. Barton converted
the money to his own use. No lumber was delivered to Bole,
and he brought suit against the partnership to recover a
judgment for money paid. Bole claims that since the contract to sell the lumber was made in the name of the partnership by one of the partners, the partnership is liable
for the breach of the contract.
McAmis, Prec1ding Judge. Section 9 of the Uniform Partnership Act, provides in part as follows:
"(1) Every partner is an agent of the partnership for
the purpose of its business, and the act of every partner
including the execution in the partnership name of any
instrument, for apparently carrying on in the usual w the
business of the partnership of which he is a member,
nds
the partnership unless the partner so acting has in fact
no authority to act for the partnership in the particular
matter, and the person with whom he is dealing has knowledge of the fact that he has no such authority.
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~(2) An aet of a partner which is not apparently for
the carrying-on of the business of the partnership in the
usual '!!.Y does not bind the partnership unless authorized
by theci"filler partners." (Underlining mine.)
The act of Barton was not done "for apparently carriing on in the usual way the business of the partnership.
on the contrary, the act was entirely outside the only
business ever conducted by the partnership and there is no
showing that his act "apparently" had a connection with
the manuf'acturing business. This was not surplus or defective lumber such as a business engaged in the manu!'acture
of wood products might find it desirable to sell from time
to time, in which case the sale might conceivable have the
appearance of being incident to the business of the partnership. Sub-section (2) above quoted exonerates the partnership for such an act in the absence of ratification or a
prior course of conduct upon which third parties are
entitled to rely.
The general rule is that each partner is a general
agent of the firm but only for the purpose of carrying on
the business of the partnership. Any sale by a partner
to be valid must be in furtherance of the partnership
business, within the real scope of the business or such as
third persons may reasonably conclude, from all the circumstances, to be embraced within it. If the act is embraced
within the partnership business or incidental to such
business according to the ordinary and usual course of conducting it, the partnership is bound regardless of whether
the partner, in performing the act, proceeds in good faith
or bad faith toward his copartners.
Sales made by a partner in a trading firm are, of
course, not viewed with the same strictness as in nontrading firms such as here involved because in trading firms
sales are usually within the scope of the business while
incidental to the main business.
We think the case here presented is simply that of a
non-resident, unfamiliar with the partnership operations,
being defrauded by one of the partners acting in a matter
beyond both the real or apparent scope of the agency.
There is nothing in the firm name to suggest that it was
in the business of selling lumber. We agree with the
Chancellor that the nonparticipating partners were in no
way responsible for his loss and that recovery should be
against Barton alone.
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APPENDIX B.
UNIFORM PARTNERSHIP ACT
PART I

PRELIMINARY PROVISIONS
Section 1. Name of Act. This may be cited as
Uniform Partnership Act.
Section 2. Definition of Terms. In this act, "Court"
includes every court and judge having jurisdiction in the
case.
"Business" includes every trade, occupation, or profession.
"Person" includes individuals, partnerships, corporations, and other associations.
"Bankrupt" includes bankrupt under the Federal Act or
insolvent under any state insolvent act.
"Conveyance" includes every assignment, lease, mortgage, or enct.m1brance.
"Real Property" includes land and any interest or
estate in land.
Section 3. Interpretation of Knowledge and Notice.
(1) A person has "knowledge" of a fact wI'thln the
meaning of this act not only when he has actual knowledge
thereof, but also when he has knowledge of such other
facts as in the circt.m1stances shows bad faith.
( 2) A person bas "notice" of a fact within the meaning of this act when the person who claims the benefit
of notice
{a) States the fact to such persons, or
{b) Delivers through the mail, or by other means
of connnunication, a written statement of the fact to such
person or to a proper person at his place of business or
residence.
Section
Rules of Construction.
(l} The rule thatstatutes in derogation of the common law are to be strictly construed shall have no application to this act.
(2) The law of estoppal shall apply under this act.
(J) The law of agency shall apply under this act.
{4) This act shall be so interpreted and construed as
to effect its general purpose to make uniform the law of

4.
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those states which enact it.
(5) This act shall not be construed so as to impair
the obligations of any contract existing when the act goes
into effect, nor to affect any action or proceedings begun
or right accrued before this act takes effect.
Section 5. Rules for Cases Not Profided for in this
Act. In any case not provideafor in t h i s a c t t ~
rulese>f law and equity, including the law merchant, shall
govern.
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PART I I

NATURE OF PARTNERSHIP
Section 6. Partnership Defined.
(1) A partnership ls an association of two D~ more
persons to carry on as co-owners a business for profits.
(2) But any association formed under any other statute of this state, or any statute adopted by aurhtority,
other than the authority of this state, is not a partnership under this act, unless such association would have
been a partnership in this state prior to the adoption of
this act; but this act shall apply to limited partnerships
except in so far as the statutes relating to such partnerships are inconsistent herewith.
Section 7. Rules for Determininf the Existance of a
Partnership. In determining whenera partnersh!p exists, these rules shall apply;
(1) Except as provided by Section 16 persons who are
not partners as to each other are not partners as to
third persons.
(2) Joint tenancy, tenancy 1n common, tenancy by the
entireties, joint property, common property, or part
ownership does not of itself establish a partnership,
whether such co-owners do or do not share any profits made
by the use of the property.
(3) The sharing of gross returns does not of itself
establish a partnership, whether or not the persons sharing them have a joint or common right or interest in any
property from which the returns are derived.
(4) The receipt by a person of a share of the profits
of a business is prima facie evidence that he is a partner
in the business, but no such inference shall be drawn if
such profits were received in payment:
(a) As a debt by installments or otherwise,
(b} As wages of an employee or rent to a landlord,
(c) As an annuity to a widow or representative
of a deceased partner,
(d} As interest on a loan, though the amount of
payment vary with the profits of the business,
(e) As the conside r ation for the sale of a goodwill of a business or other property by installments or
otherwise.
Section 8. Partnershil Property.
{l) All property orig nally brought into the
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partnership stock or subsequently acquired by purchase or
otherwise.on account of the partnership, is partnership
property.
(2) Unless the contrary intention appears, · property
acquired with partnership funds is partnership property.
(3) Any estate in real property may be acquired in
the partnership name . Title so acquired can be conveyed
only in the partnership name.
(4) A conveyance to a partnership in the partnership
name, though without words of inheritance, passes the entire estate of the grantor unless a contrary intent appears.
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PART III
RELATIONS OF PARTNERS TO PERSONS DEALING
WITH THE PARTNERSHIP

1.

Section
Partner Agent of Partne.rship as to Partnership Bus ness.

(1) Every partner is an agent of the partnership for
the purpose of its business, and the act of every partner,
including the execution in the partnership name of any instrument, for apparently carrying on in the usual way the
business of the partnership of which he is a member binds
the partnership, unless the partner so acting has in fact
no authority to act for the partnership in the particular
matter, and the person with whom he is dealing has knowledge of the fact that he has no such authority.
(2) An act of a partner which is not apparently for
the carrying on of the business of the partnership in the
usual way does not bind the partnership unless authorized
by the other partners.
(3) Unless authorized by the other partners or unless
they have abandoned the business, one or more but less
than all the partners have no authority to:
(a) Assign the partnership property in trust .fbr
creditors or on the assignee's promise to pay the debt of
the partnership, Dispose of the good-will of the business,
(b) Dispose of the good-will of the business,
(c) Do any other act which would make it impossible to carry on the ordinary business of a partnership,
(d) Confess a judgment,
(e) Submit a partnership claim or liability to
arbitration or reference,
(4) No act of a partner in contravention of a restriction on authority shall bind the partnership to persons
having knowledge of the restriction.
Section 10. Conveyance of Real Property of the Partnershi.
- - - Where title to real property is in the partnership
name, any partner may convey title to such property by a
conveyance executed in the partnerahip name; but the partnership may recover such property unless the partner's act
binds the partnership under the provisions of paragraph (11
o section 9 or unless such property has been conveyed by
the grantee or a person claiming through such grantee to
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a holder for value without knowledge that the partner,
in making the conveyance, has exceeded his authority.
{2) Where title to real property is in the name of
the partnership, a conveyance executed by a partner, in
his own name, passes the equitable interest of the partnership, provided the act is one within the authority of
the partner under the provisions of paragraph (1) of
section 9.
{3) Where title to real property is in the name of
one or more but not all the partners, and the record does
not disclose the right of the partnership, the partners
in whose name the title stands may convey title to such
property, but the partnershlp may recover such property if
the partner's act does not bind the partnership under the
provisions of paragraph (1) of section 9, unless the
purchaser or his assignee, is a holder for value, without
knowledge.
(4) Where the title to real property is in the name
of one or more or all the partners, or in a third person
in trust for the partnership, a conveyance executed by a
partner in the partnership na~e, or in his own name,
passes the equitable interest of the partnership, provided
the act is one within the autnority of the partner under
the provisions of paragraph (1) of section 9.
(5) Where the title to real property is in the names
of all the partners a conveyance executed by all the partners passes all their rights in such property.
Section 11. Partnership Bound !?z Admission of Partner.
An admission or representation made by any partner concerning partnership affairs within the scope of his authority as conferred by this act is evidence against the
partnership .
Section 12. Partnershil Charged with Knowledge of or
Notice to Partner . Not ce to any partner of any
matter relatTrig to partnership affairs, and the knowledge
of the partner acting in the particular matter, acquired
while a partner or then present to his mind, and the knowledge of any other partner who reasonably could and should
have communicated it to the acting partner, operate as
notice to or knowledge of the partnership except in the
case of a fraud on the partnership committed by or with
the consent of that partner.
Section 13. Partnership Bound :e.z Partner•s Wrongful

Act.
wfiere, by any wrongful act or omission of any partner
acting in the ordinary course of the business of the partnership or with the authority of his copartners, loss or
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injury is caused to any person, not being a partner in the
partnership, or any penalty is incurred, the partnership
is liable therefor to the same extent as the partner so
acting or omitting to act.
Section~• Partnership Bound~ Partner's Breach of
Trust.
e partnership is bounato make good the loss:
(a) Where one partner acting within the scope
of his apparent authority receives money or property of a
t h ird person and misapplies it; and
(b) Where the partnership in the course of its
b usiness receives money or property of a third person and
t he money or property so received is misapplied by any
partner while it is in the custody of the partnership.
Section 1
Nature .2f. Partner•s Liability. All
partners are 1 able
(a)
Jointly and severally for everything chargeable to the partnership under sections 13 and 14.
(b)
Jointly for all other debts and obligations
of the partnership; but any partner may enter into a
separate obligation to perform a partnership contract.
Section 16. Partner £Y Estoppel.
(1) When a person, by words spoken or written or by
conduct, represents himself, or consents to another representing him to any one, as a partner in an existing
partnership or with one or more persons not actual partners,
he is liable to any such person to whom such representation
has been made, who has on the faith of such representation,
given credit to the actual or apparent partnership, and
if he has made such representation or consented to its
being made in a public manner he is liable to such person,
whether the representation has or has not been made or
communicated to such person so giving credit by o~ with
the knowledge of the apparent partner making the representation or consenting to its being made.
(a) When a partnership lia bility results, he
is liable as though he w~re an actual member of the partnership.
(b) When no partnership liability results, he
is liable jo i ntly with the other persons, if any so consenting to the contract or representation as to incur
liability, otherwise separately.
(2) When a person has been thus represented to be a
partner in an existing partnership, or with one or more
persons not actual partners, he is an agent of the persons consenting to such representation to bind them to the
same extent and the same manner as though he were a partner
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in fact, with respect to persons who rely upon the representation. Where all the members of the existing partnership consent to the representation, a partnership act
or obligation results; but in all other cases it is the
joint act or obligation of the person acting and the persons consenting to the representation.
Section 17. Liability of Incoming Partner. A person
admitted as a partner into anexlsting partnership is
liable for all the obligations of the partnership arising
before his admission as though he had been a partner when
such obligations were incurred, except that this liability
shall be satisfied only out of partnership property.
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PART IV

RELATIONS OF PARTNERS TO ONE ANOTHER
Section 18. Rules Determining Rights and Duties of
Partners. The rights and duties of the partners in
relation to the partnership shall be determined, subject
to any agreement between them, by the following rules:
(a) Each partner shall be repaid his contributions, whether by way of capital or advances to the partnership property and share equally in the profits and surplus remaining after all liabilities, including those to
partners, are satisfied; and must contribute towards the
losses, whether of capital or otherwise, sustained by the
partne~ship according to his share in the profits.
(b) The partnership must indemnify every partner
in respect of payments made and personal liabilities reasonably incurred by him in the ordinary and proper conducP
of its business, or for the preservation of its business
or property.
{c) A partner, who in aid of the partnership
makes any payment or advance beyond the amount of capital
which he agreed to contribute, shall be paid interest from
the date of the payment or advance.
(d) A partner shall receive interest on the
capital contributed by him only from the date when repayment should be made.
(e) All partners have equal rights in the management and conduct of the partnership business.
(f) No partner is entitled to remuneration for
acting in the partnership buslness, except that a surviving partner is entitled to reasonable compensation for his
services in winding up the partnership affairs.
(g) No person can become a member of a partnership without the consent of all the partners.
(h) Any difference arising as to ordinary matters
connected with the partnership business may be decided by
a majority of the partners; but no act in contravention of
any agreement between the partners may be done rightfully
without the consent of all the partners.
Section 19. Partnership Books. The partnership books
shall be kept, subJect to any agreement between the partners, at the principal place of business of the partnership, and every partner shall at all times have access to
and may inspect and copy any of them.
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Section 20 . §uty of Partners to Render Information.
Partners shall ren er ondemand trueand full Information
of all things affecting the partnership to any partner or
the legal representative of any deceased partner or partner
under legal disability .
Section 21 . Partner Accountable as a Fiduciary .
(l) Every partner must account tothe partnership for
any benefit, and hold as trustee for it any profits derived by him without the consent of the other partners
from any transaction connected with the formation , conduct, or liquidation of the partnership or from any use by
him of its property .
(2) This section applies also to the representatives
of a deceased partner engaged in the liquidation of the
affairs of the partnership as the personal representatives
of the last surviving partner .
Section 22 . Ri~ht to an Account . Any partner shall
have the right to a ormir account as to partnership
af.fairs:
(a) If he is wrongfully excluded from the partnership business or possession of its property by his copartners,
(b) If the right exists under the terms of any
agreement,
( C) As provided by section 21,
( d) Whenever other circumstances render it just
and reasonable .
Section 23. Continuation 2.£. Partnership Beyond Fixed
Term.
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When a partnership for a fixed term or particular
undertaking is continued after the termination of such
term or particular undertaking wit out any express agreement , the rights and duties of the partners remain the
same as they were at such termination, so far as is consistent' with a partnership at will .
(2) A continuation of the business by the partners
or such of them as habitually acted therein during the
term, without any settlement or liquidation of the partnership affairs , is prima facie evidence of a continuation
of the partnership .

PART V

PROPERTY RIGHTS OF A PARTNER

24.

Section
Extent of Property Rights of a Partner.
The property rights o1' a partner are (l1hls rights in
specific partnership property, (2) his interest in the
partnership , and (3) his right to participate in themanagement.
Section 2. Nature 2£. ~ Partner's Right in Specific
ar ners
Pro er€y.
(1) A par ners co-owner with his partners of specific
partnership property holding as a tenant in partnership.
(2) The incidents of this tenancy are such that:
(a) A partner, subject to the provisions of this
act and to any agreement between the partners, has an equal
right with his partners to possess pecific partnership property for partnership purposes; but he has no right to
possess such property for any other purpose without the consent of his partners.
(b) A partner•s right in specific partnership
property is not assignable except in connection with the
assignment of rights of all the partners in the same property.
(c) A partner's right in specific partnership
property is not subject to attachment or execution, except on a claim against the partnership. When partnership property is attached for a partnership debt the
partners, or any of them, or the representatives of a
deceased partner, cannot claim any right under the homestead or exemption laws.
(d) On the death of a partner his right in
specific partnership property vests in the surviving partner or partners except where the deceased was the last
surviving partner, when his right in such property vests
in his legal representative.
(e) A partner 1 s right in specific partnership
property is not sub jec·t to dower, curtesy, or allowances
to widows, heirs, or next of kin.
Section 26. Nature of Partner's Interest in the Partnershir• A partner 1sinterest In the partnershipis
his share o the profits and surplus, and the same is
personal property.
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